CHAPTER 4

M SSI ON, OPERATI ONAL PQOLI CI ES, AND | NSTRUCTI ONS
Part A - M ssion

4-101 M ssion

Conmi ssaries, as an institutional economc benefit of mlitary service
provi di ng noncash conpensation to mlitary personnel, shall sell groceries and
aut hori zed household supplies at the |lowest practical price. Conm ssaries
shal|l be operated in facilities and under standards simlar to those of
commercial food stores, foster and nmaintain a sense of mlitary comunity
relationship anong mlitary personnel and their famlies, and contribute to a
sense of confidence among mlitary personnel that their famlies are cared for
by the mlitary institution when mlitary service requires their absence from
their famlies, in peace and war. Additionally, conmssaries shall provide a
peacetine training environment for food supply |ogisticians needed in wartine.

The intent is to provide this support when a nenber is in a full conpensation
st at us.

Part B - Restriction on Purchases

4-201 Restriction on Purchases

Aut hori zed personnel shall not sell or give away conm ssary purchases to
i ndi viduals or groups not entitled to conmssary privileges. Personnel are
prohi bited fromusing conmm ssary purchases to support a private business. These
prohi bitions do not apply to food served guests in the hones of authorized per-
sonnel or to limted and reasonable donation to acceptable charitable organi-
zation food drives. Violations of these restrictions shall provide a basis
for suspension of conm ssary privileges or permanent revocation of conm ssary
privileges. In addition, disciplinary action under the Uniform Code of MIi-
tary Justice, Civil Service, or other pertinent regulations or agreenents,
shoul d be taken against the individual if the violation(s) warrant such
action,

Part C - Audits and I|nspections

4-301 Internal Audits and |nspections

Each Mlitary Departnent shall prescribe such audits and inspections as
required by statute and regulations. In addition, each Mlitary Departnment nay
prescribe such other internal audits and inspections as it considers necessary
or desirable to manage its conm ssari es,

Part D - Support of Conmi ssaries

4-401 Statement of Policy
Comm ssaries shall be operated with funds appropriated by Congress, except
when ot herw se provided by statute. Those conm ssary operating costs required

by statute to be reinbursed by patrons (section 4-602) are defined in section
4-403.
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4- 402 Personnel

Mlitary (officer and enlisted personnel), Civil Service enpl oyees, con-
tract personnel and |ocal national enployees in overseas areas, paid from
appropriated funds, shall be used to staff and operate conm ssaries and rel ated
adm ni strative and support functions. Each MIlitary Department may establish
staffing guidelines and budgeting procedures required to support conm ssary
oper ati ons.

4-402.1 Carry-out or Bagger personnel

| ndi vidual s authorized mlitary installation access by installation
commanders are authorized to petition to enter a conmssary store for the
speci fied purpose of perform ng bagging and carry-out services for authorized
comm ssary patrons. This authorization is contingent upon the bagger signing
and conplying with a standard |icensee agreenent as devel oped and issued by the
DoD Commi ssary Executive Board. Use and adherence to this |icensee agreenent
are necessary because baggers are not and shall not be treated as enpl oyees of
the Federal Governnent (Department of Defense). To ensure that baggers are
treated as |icensees, the statenent of understanding will not be changed,
anended, or used as a basis for additional regulations or directives.

4403 Comm ssary Operating Costs Requiring Rei nbursenment

Conm ssary operating costs that are supported by appropriated funds and
that, by statute, require reinbursenent with funds collected from conm ssary
patrons are below outlined in section 4-403.1 through 4-403.6, bel ow

4-403.1 Transportation
Al'l commercial transportation in the United States to the original

place ¢f resale or yse, pertaining to commissary nerchandi se supplies, and
equi pment shall be included in the cost of purchase.

4-403.2 Supplies
Al'l supplies required for the day-to-day operation of conm ssaries
and store level offices dedicated to supporting comm ssary operations shall be

paid for by direct citation of or reinbursed from surcharge funds coll ected
from conm ssary patrons.

4-403. 3 Purchase and Maintenance of Equi pnent.
Equi pnent used in commssary store |level offices dedicated
to direct support of store operations including automated data processing
equi pment to include installation, and contract cost of commercial or Govern-
ment mai ntenance (includes preventive maintenance and repair) shall be paid
by direct citation of or reinbursed from surcharge funds collected from
conm ssary patrons.

4-403.4 Uilities
The cost of electricity, heat, steam water, ice, oil, gas, coal,

conpressed air, air-conditioning, refrigeration, and telephone for conmissaries
and store level offices dedicated to conm ssary operations in the 48 contiguous
United States shall be paid by direct citation, or reinbursed from surcharge
funds collected fromconm ssary patrons. UWilities should be nmetered at the
point of service to the conm ssary. However, in the absence of neters, esti-
mates may be used. Such estimates will be based on the contract cost of
utilities and prorated according to the size of the conmm ssary. Estinmates may
be determned at MIitary Departnent level or at the installation |evel.
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4-403.5 Shrinkage, Spoilage, and Pilferage
The actual or estimated |osses due to shrinkage, spoilage, and pilfer’
age shall be reinbursed with funds collected from conm ssary store patrons.

4-403.6 Facility Construction Costs
The Secretary of Defense may provide for a surcharge on the sales

prices of merchandise sold in conmssaries to generate funds for construction.
The proceeds from surcharges may be used to acquire, construct, convert, expand,
install equi pnent, or otherw se inprove commssary facilities at defense instal’
| ations as provided in section 2685 (reference (f)), and for related environ-
mental evaluation and construction costs, including surveys, admnistration,
over head, planning, and design.

4-403. 7 Coupon Handling Fees. Costs incurred in conection with obtain-
i ng face value of coupons shall be reinbursed by all fees or nonies received
for handling or processing such coupons.

4- 404 Comm ssary Qperating Costs Not Requiring Rei mbursenent

Comm ssary operating costs which shall be paid by appropriated funds and
that do not require reinbursement from funds collected from conm ssary patrons
apply to sections 4-404.1 through 4-404.5.

4-404.1 Transportation
This pertains to all transportation costs of comm ssary nerchandi se,
supplies, and equi pment outside the United States.

4-404.2 Services
This includes conmon services, separately identified and reported

(to the extent possible), such as garbage and trash renmoval; sewage disposal;
police and fire protection; insect control; medical inspection; road, sidewalk,
and grounds maintenance; snow renoval; procurenent; financial accounting;
mer chandi se handling; supply and financial admnistration; conputer operation
and mai ntenance; |egal services; and other admnistrative and personnel suPPort
functions perforned relative to the conm ssary operations.

4-404. 3 Major Losses
This applies to major |osses of inventory, facilities, equipnent, or
supplies due to fire, theft (other than pilferage), explosion, Power failure,
storms, uncollectable checks, theft of funds, eneny actions or acts of Cod.

4-404. 4 Construction Costs

Appropriated funds may be used for all commssary facility construc-
tion and associated equipnent related to the establishnment, activation, or
expansion of a mlitary installation; relocation of facilities for the con-
veni ence of the governnment; replacenent of facilities denied by country-to-
country agreements; restoration of facilities destroyed by acts of God, fire,
or terrorism and to correct safety deficiencies. Additionally, appropriated
funds shall be used to clear construction sites when resiting a replacenent or
new m ssion comm ssary at the convenience of the governnent.

4-404.5 Uilities.

Utility costs as defined in section 4-403.4, outside the 48
contiguous states shall be paid by appropriated funds.
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Part E - Sal es

. 4-501 Cash and Credit Sal es

Al'l purchases by individual comm ssary patrons shall be made in cash (or
ot her nmedi um redeenabl e as cash, i.e. , personal checks or discount coupons).
Sales to organi zations and resale activities of the U S Mlitary Services or
ot her authorized agencies nay be on a charge sales basis wth accounts payable
at least nmonthly as determ ned by the Secretary of the MIitary Department
concerned. Reinbursenments for sales to non-DoD Federal Departnents or
agencies (section 2-101.7) shall be accessed as foll ows:

a. Organizational Sales. These charges shall be based upon the types
of costs incurred to provide the support and outlined in the support agreenent.
These charges shall include the cost of the merchandise, the five percent sur-
charge, and the appropriate accessorial charge. Accessorial charges will be
credited to appropriated operational and maintenance (0&f1) funds. (reference

(1))

b. Individual Sales. The authorized individuals will be charged and
pay in cash (as any patron) the cost of the merchandise and the five percent
surcharge at the cash register. Support agreements negotiated with organi-
zations outside the DoD to permt individual sales shall include charges for
estimated accessorial costs on an annual basis. |f the volune of individual
sales related to an agreenent is not significant, a |local commander may
determne that it is not appropriate to assess accessorial costs.

Part F - Pricing Instructions

4-601 Statenent of Policy

Mer chandi se avail able for resale through the conm ssary shall be sold
at prices to recoup actual cost to include transportation costs in the 50
United States. Wen the unit cost for an individual item conputes to a
fraction of a cent, the sales price shall be rounded to the next whole cent.
Specific itens that involve processing |osses within the conm ssary such as
fresh meats or produce shall be priced to recoup the total actual invoice cost.
Adj ustments shall be made to sales prices of specific line items for vendor
credits/reinbursement on those specific line itenms for special pronotional
sales, etc. Additionally, the comm ssary officer may reduce the price on
damaged or outdated itens to mnimze or preclude loss to the Governnent (see
Section 4-901 Part |) follow ng inspection by food inspection technicians.
Because the mlitary conm ssary systemis operated as an element of the mlitary
pay and benefits package to offer nonpay conpensation, it is desirable that
each of the mlitary service systems offer a conparable and relatively stable
savings or inconme effect to the authorized patrons. Therefore, the DoD
Comm ssary Executive Board will define and continuously review a single,
uni formpricing nethod to be used by each of the mlitary conm ssary systens.
To optim ze the conpensation value of the comm ssary benefits, procurenment
practices shall pronmote the | owest possible pricing. The flat rate surcharge
prescribed in section 4-602 will be assessed at the cash register/point of
purchase on the total patron cost of all purchased items. (reference j)
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4-602 Establishnent of Surcharece

The Secretary of Defense has prescribed the surcharge of five percent to
be assessed for all nerchandi se sold through conm ssaries. The surchange
revenues shall be used to fund those operating costs requiring reinbursenments
as prescribed in section 4-403. Surcharge funds shall be accounted for
as “Conm ssary Trust Revolving Funds” and shall not be nerged wth stock funds
or other appropriated funds in the accounting records.

4-603 Pricing Surveys

a. The Chairman of the DoD Conmm ssary Executive Board (see Section VI)
shal | direct an independent review to conpare comercial and comm ssary prices
on a recurring basis (at |east once every 3 years). This nmarket basket survey
w || be conducted by a private sector firmand adm nistered by one of the res-
pective Mlitary Departnents on a rotating basis. The review shall conpare
the prices in at |least ten percent of each Service’'s comm ssaries (CONUS) with
private sector supermarkets in the respective |ocal area. At |east 10 percent
of overseas stores |located in the European and Pacific theaters shall be
i dentified separately and prices shall be conpared with a CONUS conm ssary of
the sane service near the Atlantic and Pacific Coasts, respectively. It is
desired that overseas stores offer conparable savings to U S. stores.

b. For purposes of this review, market basket conparisons shall consider
only identical items by brand and size. Sales price conparisons shall be
reported based upon total customer price, i.e. after consideration of appro-
priate conm ssary surcharge and |ocal/state sales taxes in the private sector.
Prior to the initiation of the actual survey, statements of work (procedures
of test) shall be provided to each Service conm ssary conmmand, O fice of the
Assistant Secretary of Defense (Force Managenent and Personnel), and repre-
sentatives of the private sector grocery industry for coment. The survey
shal | be structured to report total market basket cost and average savings by
dol l ar and percentage in each of the follow ng categories:

Heal th and beauty aids.

Total savings (entire market basket exclusive of tobacco products).
Tobacco products.

(1) Gocery food itens.

(2) Gocery nonfood itens.
(3) Meat.

(4) Produce.

(5) Dairy.

(6)

(7)

(8)

Part G- Ofshore Acquisition

4-701 Statement of Policy

To the extent that Anmerican produced itenms can be reliably delivered while
fresh, and consistent with custoner brand name preference, conm ssaries shall
stock U S. products. Sone products with short-shelf |ives such as fresh neat,
fresh dairy products, fresh bakery, non-hardy fruits and vegetables, and fresh
deli itenms are inpractical to ship fromthe CONUS to overseas conm ssaries, and
are appropriately procured from offshore sources. O fshore procured speciality
items or indigenous unique itens, falling within authorized product categories,
for which no conparable U S. products are available may be carried wthin
reasonable limts. Uniqueness may be derived fromthe itemitself or its
packagi ng. However, direct conpetition with identical US. comobdities will
be avoided. Decisions to stock speciality itens acquired offshore be strictly
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controlled and reviewed at the conm ssary service headquarters comrand | evel.
Annual Iy, the DoD Conm ssary Executive Board shall establish a line item
limtation for offshore acquired itens authorized to be stocked in overseas
commssaries . Subsequently, this limt shall be reviewed with the appropriate
congressional conmttees exercising oversight of conm ssary operations.

Part H - Advertising

4-801 Statenment of Policv

Any advertising of sales and savings to comm ssary shoppers shall be
restricted to posters and handouts within the conmm ssary store and ot her
on-base locations. Appropriated funds shall not be used to fund any form
of direct conm ssary advertising (except as discussed in paragraph 4-801c,
below) . The policy and key elenents are as foll ows:

a. The intent of DoD policy is to informthe patron of the conm ssary
benefit and not to advertise per se. Any information provided to the patron
shall be ained at maximzing the value of the benefit and not to conpete with
civilian supermarkets.

b. Under no circunstances shall sales price be used in any handout
material that can be renoved fromthe store. The use of price denotes a
perception of conpetition and can be construed as “loss |eaders” to attract
patrons. Prices may be used on point of sale naterial affixed to the shelf
and that cannot be carried out of the store by the patron because it provides
information to the patron. Fliers may informon cents off or percent off but
shall not mention actual price.

c. Fliers specifically addressing comm ssary sales itens shall not be
mailed to patrons. This restriction does not apply to authorized mailings
purely of informational nature at no cost to the conmi ssary system For
exanpl e, coments that the conm ssary system saves the nenber an average
dollar or percentage amount on the grocery bill reflected on |eave and
earnings statenments or recruiting brochures listing mlitary benefits is
perm ssi bl e.

Part | - Donations

4-901 Statenment of Policy

At the direction of the Secretary of the Mlitary Department concerned,
comm ssaries may donate unmarketable, unsalable, but edible food to a non
profit, charitable entity as specified by the Secretary of Defense in coordi-
nation with the Secretary of Health and Human Services. |n-house organized,
charitabl e organi zations designed to help needy mlitary famlies/nenbers such
as the Arny Community Services food | ockers have first priority in accepting
donations. Food that nay be donated under this provision nust be certified
as edible by appropriate food inspection technicians. Only food that woul d
ot herwi se be destroyed as unmarketabl e shall be considered for donation. These
donations wll be held at the conmm ssary pending pick up by the authorized
f ood bank/services organi zation. The total quantities of food donated through
t he governnent-owned program should be accounted for and reported quarterly
to the respective commissary service headquarters. Additionally, conmssaries
are authorized to hold (pending pick up by the specified food bank) any unmar-
ketable, but edible food for which a vendor has credited the commissary account
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or denonstration sanples for which the vendor has authorized the donation of
these products. The comm ssary shall facilitate vendor donations in the sane
fashion as authorized for government donations. The commissary is not author-
| zed to performany service, such as transportation, in connection with the
donation of government owned or vendor owned property beyond that as specified
in this section. Reference (e) section 1460 and (f) section 2485,
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